City of Hartford Pension Commission
City Conference Room
260 Constitution Plaza
Hartford, Connecticut
Friday, September 26, 2014
9:00 a.m.
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INVESTMENT PROGRAM

Review of Minutes: Meeting of July 25, 2014

Status of the MERF Portfolio

o Inventory of Assets as of July 31, 2014 and August 31, 2014
o MBERF's Overall Performance

Update from MERF's General Investment Consultant-NEPC

o  Quarter ended June 30, 2014 Performance
¢ Liquidity Study
¢ RERecommendation—Opportunistic

MERF Asset Allocation
Proxy Voting Services Request for Information

Proposed Schedule of the MERF's Investment Managers Annual Performance
Review Meeting Dates for FY 2014-2015

Other Business




CITY OF HARTFORD
PENSION COMMISSION

INVESTMENTS:
AGENDA ITHEM IT

MEMORANDUM

To:
From:
Dates

Subject:

Pension Commission

Al
Adam M, Cloud, Secretaty

September 18, 2014

Status of MERT Pottfolio as of July 31, 2014
a.  Inventory of Assets
b, MERPFs Ovetall Petformance

Status of MERF Pottfolio as of August 31, 2014
a.  Inventory of Assels
b. MERPFs Ovezall Petformance

Pottfolio petformance repoits for the months of July 2014 and August 2014 ace enclosed. We look
forward to discussing them with you,




INVESTMENTS:
AGENDA ITEM 1

CITY OF HARTFORD
PENSION COMMISSION
~ MEMORANDUM
To; Pension Commission
‘/j_{;;g,g P
From; Adam M. Cloud, Secretay
Date: September 18, 2014

Subjects Review of Minutes from the Mceeting of July 25, 2014

Buclosed fot your review ate the minutes of the investment pottion of the Pension Commission
meeting of Friday, July 25, 2014,




INVESTMENTS
AGENDA ITEM I

City of Hartford Pension Commission
City of Hariford Conference Room
260 Constitution P’laza
Hartford, CT 06103
Friday, July 25, 2014
9:00 a.m.

MINUTES

L

INVESTMENT PROGRAM

MEMBERS PRESENT!

MEMBER EXCUSED:

STAFI PRESENT:

STAFF EXCUSED:

OTHERS PRESENT:

Petey Stevens, Chairman; Frank Tord, Commissioner; Gene
Goldman, Commissioner; Adam M. Cloud, Secretary and
Carmen [, Sierra, Assistant Secretary

Marc Nelson, Employee Representative

Gary B. Draghi, Director of Investments; P. Wayne Moore,
Asslstant Director of Investments; Lisa Silvestri, MERF's General
Council; Donna Parker, Plan Administrator; Anne Coleman,
Assistant Plan  Administrator and Terry Williams, Senior
Administrative Assistant

J. Sean Antoine, Principal Administrative Analyst

Tad Fergusson, Managing Director, Pension Consulting
Alliance, the MERF private equity consultant and Kristin
Finney-Cooke, Senlor Consultant, NEPC, the MBRF's general
consultant (via telephone)

Review of Minutes: Meeting of June 27, 2014

Chairman Stevens infr

oduced the item and asked for questions, comments or

corrections, There were none.

A motion was made, se

conded and adopted to accept the minutes as presented.




Pension Commission Minutes
Investment Program

July 25, 2014

Page 2 of 4
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II.
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Status of the MERY Portfolio as of June 30, 2014

Chairman Stevens introduced the item and asked the Investment Unit to report.
P. Wayne Moore, the MBRE's Assistant Director of Investments, reported that, at June 30,
2014, the MERF portfolio had a market value of approximately $1 billion and had
generated a 1.30% net of fees return for the month, slightly underperforming the
benchmark return of 1.40%, by 10 basis points.

Mr, Moore then reported that the MERF’s equity portfolio posted a 2.10% net of fees
return for the month, underperforming its custom benchmark return of 2.20%, by 10 basis

points,

Mr. Moore went on to report that the MERF’s fixed income portfolio posted a 0,40% net of
fees return for the month, matching the custom benchmark return,

In closing, he reported that the MERF's global tactical asset allocation, private equity and
real estate portfolios all posted positive return for the month,

The Commission accepted the report for advice,

Pension Consulting Alliance Update— Private Equity Performance Report

Chaltman Stevens introduced the item and asked Mr, Tad Fergusson of Pension
Consulting Alliance (“PCA”), the MBRF's private equity consultant, to report to the
Commission, Mr, Yergusson reported that, as of year-end December 31, 2013, the MERF's
private equity portfolio program had $133.5 million in active commitments across 16
partnerships. He stated that the portfolio performance continues to be strong, achieving a
net internal rate of return of a 12.2%since Inception. He stated that the program’s
reported value represents 7.6% of the total MERF plan assets as of year-end 2013

Mr, Fergusson noted that the portfolio cash flows have been net positive over the las
three calendar years and that the portfolio is expected to continue to be cash flow positive
over the next several years, He added that the portfolio has underperformed the policy
benchmark over the latest one-year, three-year and five-year perlods, while
outperforming over the longer time frames due to the strong performance of the public
equity markets, Discussion ensued.

In closing, Mr. Fergusson stated that the MERF's portfolio is appropriately diversified and
positioned for continued strong performance,

The Commission accepted the report for advice,
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Pension Comimission Minutes
Investment Program
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Page 3 of 4
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NEPC Update

Chalrman Stevens introduced the item, Secretary Cloud asked the representative from
NEPC to report to the Commisston. Ms. Finney-Cooke, senior consultant at NEPC, the
MERF's general consultant reviewed and discussed the MERF's updlated road map. She
stated that the Commission and staff should be proud of the recent accomplishments and
of their three-year track record. She added that NEPC anticipated that among the next
steps for the MERF would be the addition of commodities to the portfolio. In this regard,
Ms, Finney-Cooke stated that NEPC would plan to conduct education on investing in
commodilies, in the latter part of the calendar year.

In response to a question regarding the overall MERF outlook, Ms, Finney-Cooke stated
that each year NEPC would conduct a revlew and devise a strategle plan to determine
what implementation actions are needed, Discussion ensued.

The Commission accepted the report for advice.

LISC Loan — Extension Recommendation

Chairman Stevens intraduced the item. Secretary Cloud asked My, P. Wayne Moore to
report to the Commisslon, Mr. Moore stated that Treasurer Cloud recently received a
letter from the Local Initiatives Support Corporation (“LISC”) requesting that the MERE
extend the current $1 million loan, which bears interest at a rate of 4% annually, for
another three years, at the same terms,

Mr, Moore noted that LISC provides funding to rehabilitate houses in Hartford. He
stated that this would be the ninth amendment to the original LISC loan and that the
terms for this amendment would be the sanie as the Jast amendment. Discussion enstied,

A motion was made, seconded and unanimously adopted to authorize the Treasurer to
amend the Local Initlatives Support Corporatton Ioan agreement to add an additional
three years to its term,

Report on Annual Performance Review Meeting with Parametric Clifton

Chairman Stevens introduced the item. Mr, Gary Draghi, the MERF’s Director of
Investments, stated that the report was self-explanatory.

The Commission accepted the report for advice,




Pension Conunission Minutes
Investment Program

July 25, 2014

Page 4 of 4
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VII, Other Business

Chairman Stevens introduced the item. Secretary Cloud stated that thete was no further
business.

The Commission accepted the report for advice

There being no further business, Chairman Stevens adjourned the meeting,

Adam M., Cloud, Secretary




PENSION INVESTMENTS: ©

AGENDA ITEM I
INTEROFFICE MEMORANDUM |
TO: Adam M. Cloud, City Treasurer -\fw\“} )
Carmen L. Sierra, Assistant City Treasurer (‘N& %f)
'Efi
FROM: Gary B. Draghi, Director of Investments y \/Ef; 9&{}-{\
P. Wayne Moore, Assistant Director of Investments \ ‘X&‘
]. Sean Antoine, Principal Administrative Analyst { ©

DATE: September 22, 2014

SUBJECT: Status of MERF Investment Portfolio as of August 31,2014

At August 31, 2014, the market value of the MERF's investment portfolio approximated $1,056.5
million dollars. The portfolio generated a 1.5% return net of fees for the month (sce attached),
underperforming the MERF policy benchmark return of 1.7%, by 20 basis points,

Investment returns, net of fees, for the various asset classes and their benchmarks were as
follows:

Net
Assets Allocation % Portfolio Benchmark Return

($Millions) Actual (B}  Policy Returns Returns Variance
Equity 419.0 39.70%  32.00% 2.70% 2.30% 0.40%
Fixed Income 344.60 32.60%  30.50% 1.00% 1.60% -0.60%
GTAA 73.3 6.90% 7.00% 1.50% 1.50% 0.00%
Private Equity 76.4 7.20% 5.00% 0.50% 4.40% -3.90%
Private Debt 17.5 1.70% 3.00% -0.30% - 0.20% -0.50%
Real Estate ‘ 47.8 4.50% 8.00% 0.40% 0.00% 0.40%
Hedge Fund 50.0 4.70%  10.00% 0.00% 0.90% -0.90%
Cominodities ' 0.0 0.0% 3.00% 0.00% 0.00% 0.00%
Cash (A) 25.1 2.40% 1.50% 0.00% 0.00% 0.00%
Total Portfolio 1,056.5 100.00% 100.00% 1.50% 1.70% -0,20%

Nole: Differesices duie fo rounding

(A) Includes Benefit Payment Fund with a balance approximating $19.5 million.
(B) The MERF began transitioning its investment allocation to conform to the long-term policy allocation targets effective July, 2014. The MERF

anticipates that it will take approximately 2 years to compleie this process.

1 of2
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UPDATED INFORMATION

The period from September 1 to September %9, 2014 was ;glt-ive for domestic equities, as the
Russell 3000 Index generated a 8:66% return, The large Capltahzaﬁon sector was outperforming
both the medium and small capitalization sectors during the period. Through Septembe1 '1‘9**‘“1
Growth was outperforming value in all capitalization sectors exeept4
Sector~

g%‘h

,’50%

The period from September 1 to September -El:g 2014 was negahvef{ developed global equities
markets as the Russell Global Index generated a negative :85% return. Emerging markets
returns were also positive as the Russell Emerging Markets Index month-to-date performance
was negative257%.

I\Treasury\DeptiInvestments - Reports\FYE 2014 Reports\Menthly \MERF_August_3f_2014.de¢c




NEPC, LLC o . i ~ YOU DEMAND MORE. So do we.™"

City of Hartford Municipal

Emplovees’ Retirement Fund
August 2014 Net of Fee Flash Report

Kristin Finney-Cooke, CAIA, Senior Consultant
Doug Moseley Partner
Will Forde, CAIA, Senior Analyst
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SSgA Emerging Markets: Account was liquidated so performance is not applicable.
Blackrock Custom Index: 36% S&P 500, 24% FTSE Developed World ex-US, 24% BofA ML US 5-7 Yr Treasury, 16% Citi Non-US WGBI

Returns are net of manager fees.
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NEPC,LLC August 31, 2014
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Reporting Methodology -

+ The client’s custodian bank is NEPC's preferred data source unless otherwise directed.
NEPC reconciies custodian data to manager data. If the custodian cannot provide accurate
data, manager data may be used.

+ Trailing time period returns are determined by geometrically linking the holding period
returns, from the first full month after inception to the report date. Rates of Return are
annualized when the time period is longer than a year. Performance is presented gross
and/or net of fees as indicated on each page.

+ For managers funded in the middie of a month, the “"since inception” return will start with

the first full month, although actual inception dates and cash flows are taken into account
in all Composite calculations.

- This report may contain forward-looking statements that are based on NEPC's estimates,
opinions and beliefs, but NEPC cannot guarantee that any plan will achieve its targeted
return or meet other goais.

NEPC.LLC




INVESTMENTS:
AGENDA ITEM HI

CITY OF HARTFORD
PENSION COMMISSION

MEMORANDUM

‘I'os
Brom:
Date:

Subject:

Pension Commission
Adam M. Cloud, Secretary
September 18, 2014

Update from the MERF's General Investment Consuliant— NEPC

NEPC sepresentatives will attend the Pension Commission meeting on Scptember 26, to discuss the quatter
ended June 30, 2014 MERF performance, liquidity study and opportonistic real estate Investments. Please
see the following materials which they will utilize In their presentation:

o Quattet ended June 30, 2014 Performance
¢ Liquidity Study
¢ RE Recommendation—Oppottunistic




INVESTMENTS:
AGENDA ITEM II¥

CITY OF HARTFORD

MIEIMORANDUM

TO: Penston Commission

FROM: Adam M. Cloud, Secrctary

DATE: September 18, 2014

SUBJECT: Recommendation Regarding Investment in Landmark Real Estate
Fund VII

Attached please find a report from NEPC, LLC (“NEPC”), the MERF’s general and real
estate investment consultant, recommending that the MERF commit to invest at least $6
million in Landmark Real Estate Fund VII (“Landmark VII” or the “Fund”), as pait of the
MERT's opportunistic real estate allocation.

As you are aware, Landmark Partners (“Landmark™), the investment manager and
General Pattner, is headquaitered in Simsbury, CT and is a investment fivm that focuses
on secondaty matket investing in private equity and real estate funds, Landmark has
offices in Boston, New York and Londox.

While this would be the MERF’s first investment in a Landmark-sponsored secondary
real estate fund, the MERF has existing investments in four Landmatk secondary private
equity funds, These funds have performed very well as have Landmark’s prior real estate
funds,

Based on NEPC's recommendation and on Landmark’s strong track record and attractive
investment strategy, staff and I recommend that you approve at least a $6 million
commitment to Landmark VII and that I be authorized to execute the necessaty
documents to consunimate this commitnent. As is standard practice, this commitment
will be subject to staff finalizing its due diligence and ountside counsel’s satisfactory
teview of the specific business and legal terms of the Fund.

I look forward to discussing this recommendation with you next week.

dep:Treasury:DeptDraghizLoliers & Memosidemos:MERY Recomuendations:Treas to PCRE Investoat-Landmark Vi doo




CITY OF HARTFORD
PENSION COMMISSION

INVESTMENTS:
AGENDA ITEM 1V

MEMORANDUM

To:
From;
Date:

Subjece:

Pension Comimission
éz,fﬁ%%-’f{? o

Adam M. Cloud, Sectetaty

September 18, 2014

MERT Asset Allocation

Enclosed please find a memo discussing progress through June 30, 2014. We look forward to discussing

this with you.




INVESTMENTS:
AGENDA ITEM 1V

CITY OF HARTFFORD

OFFICEOFTHECITY TREASURER

ADAM M. CLOUD
CHY'TREASURER

MEMORANDUM

TO; Pension Conumission
Lty
FROM: Adam M, Cloud, Secretary

DATE: September 19, 2014

SUBJECT: Progress on Target Asset Allocation

Attached please find an analysis prepated by the Investment Management Unit summatizing the MERF’s
progtess in rebalancing to its long-term asset allocation that was adoptect on July 1, 2011, At the time we had
cstimated a roughly four-year process for full implementation. As you will note, after: theee years significant
progress has been made. Other than commodities, the funding of which has been deferred, all asset classcs
have been at least pattially funded,

The analysis consists of a table showing the status of each asset class selative to its long-term target range and
a chait showing progress toward achieving the specific target investment percentages, In summary, the table
shows that nine asset classes ate in their target ranges. OF these, seven have been moved into their target
sanges and two have been maintaitied within their target ranges. Of the asset classes that are not yet in range,
the investment commitments made to real estate will move that asset class into range as the real estate funds
call down additional capital. The others are asset classes whose funding we have begun in a measured way
(hedge funds) ot defesred (commoditics) or ate the asset classes that will be teduced i otder to fund them.

The chast shows that, as of June 30, 2014, almost all asset classes have been moved closer to their respective
tatgets.

In closing, thank you for assisting staff and me in achieving this progress. As you are awate, this has been a
vety significant effort and one that will continue over the years ahead.

3o MAINSTRERT , HARTFORD, CONNECTICUT ofioy o TELEPITONE @60} 737910 . FAX NUMBER (860) p2e-foq




MERF Rebalancing Activity

june 30, 2014 vs. July 1, 2011
Vs. Leng-term Target
InRange? inRange?
Current MERF Allocation vs. LT Target Y/N Y/N
06.30.14. 07.04.11 Percent NEPC B Target

Asset Class Percent - Percent LT Target Improvement 06.30.18 07.01.11 % Range
Dom. Equity S 19.07 219 13.0 28 N N 10t0 16
int'l Dev'd Mkt Eq LIRS 218 10.0 8.5 N N 8tol2
ENM-Equity - g 3.5 S0 SE - o TN 7toll
GTAA R %} - 7.0 5.2 | N N 5t0 9
Core Fixed 7.0 8.3 5.0 2.3 N N 35t065
Lg Dur Fixed 72 7.2 8.5 - Y Y 7to 1l
Gichal Fixed: 3 8.0. 3.0 5.8 | 2 N 2tod
TIPS e &G 7.5 4.0 B3O SN 2.5t0 5.5
EM Debt 87 8.3 6.0 {0.4] Y Y 4108
Hi-Yid Fixed 3.8 2.7 4.0 e Sl RS N 3.5t 55
Private Equity 72 5.5 5.0 §2.7) k Y 3tc8
Real Estate a3 0.3 8.0 2.5 N N S5to 11
Private Debt 2.2 0.2 3.0 R R § N 1to5
Hedge Funds 4.7 - 10.0 4.7 N N 8to 12
Commodities - - 3.0 - M N 2to4
Cash & Sguiv. 2.5 4.7 1.5 220 Ed N Qto3

100.0 100.0 100.0

Asset Classes in Target Range g 2
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CITY OF HARTFORD
PENSION COMMISSION

INVESTMENTS:
AGENDAITEM V

MEMORANDUM

FI!O:
From:
Date:

Subject:

Pension Commission
ﬁz’?&’{’{’ T

Adam M., Cloud, Sectetary

September 18, 2014

Proxy Voting Service Request for Information

We ate preparing to issue an REI for proxy voting setvices and will repott to you when responses are
teceived by the Treasurer and staff,




INVESTMENTS:
AGENDA ITEM V

CITY OF HARTFORD

OFFICE OF THE CITY TREASURER

ABAM M, CLOUD
CITY TREASURER

MEMORANDUM

TO: Pension Commission

-

FROM: Adamfgﬁ./%ud, Secretary
DATE: September 19, 2014

SUBJECT: Proxy Voting Services Recommendation

The purpose of this memorandum is to recommend that you approve of the MERF
issuing a Request for Information ("RFI”) from qualified vendors to provide proxy voting
services to the MERF. The MERF’s contract with Institutional Shareholders Services
(“1S8") for proxy voting services is set to expire on December 31, 2014, The annual cost
of this contract to the MERF is currently $20,770.

As you are aware, the ability to vote the proxies of the MERF’s equity holdings is an
assel to the MERF and the requirement to vote them in the best Interests of the MERF
participants is a fiduciary duty.

To date, the MERF has conducted research and determined that there are a limited
number of alternative service providers, to ISS. Based on your approval, the MERF will
determine the qualifications of selected firms and present a summary and
reconunendation for your approval,

Accordingly, 1 recommend that you approve the MERF issuing 8 RTT for a proxy voting
services contract with 1SS and authorize me to cxecute the necessary documents o
achieve this result.

1 look forward 1o discussing this malter with you at our upcoming mecting.




INVESTMENTS:
AGENDA ITEM VI

CITY OF HARTFORD
PENSION COMMISSION

MEMORANDUM

T'o
From:
Dates

Subject:

Pension Commission
2 {

Lt
Admil M. Cloud Secu.taLy
September 18, 2014

Proposed Schedule of the MERF's Investment Managers Annual Performance
Review Meeting Dates for FY 2014-2015

Attached fot yous seview is the proposed schedule of the MERF’s investiment management antual
petformance review meeting dates for 7Y 2014-2015, Please review and Jet tne know if the dates are goad

for you,




CITY OF HARTFORD

AGENDA ITEM: V£
INVESTMENTS

- PENSION COMMISSION
MEMORANDUM.
To: Pension Commission
;’7.?;';{?». A

From: Ac!a:_n”‘i\?f &ﬁff(i,'VSécrcmry

Date: September 18, 2014

Re: Consideration of Schedule of Annnal Performance Review Meetings

With Investment Managers for I'Y 2014-2015

Manager Date Location
HIMCO Tuesday, September 30, 2014 Capital Grille
Atlanta Tuesday, October 7, 2014 Costa Del Sol
First Eagle Thursday, October 16, 2014 Francesco’s
SouthernSun Asset Mgmt.  Thursday, November 30, 2014 Carbone’s
Prudential Thwisday, December 11, 2014 Max Downtown
Eagle Capital Mgmt, Thursday, January 6, 2015 Capital Grille
Brown Brothers Harriman Thursday, February 5, 2015 Francesco’s
PIMCO Thursday, February 19, 2015 Carbone’s
Mondrian Thursday, March 5, 2015 Max Downtown
Walter Scoft Thursday, Match 19, 2015 Capital Grille
Shenkman Capital Thursday, Aprll 9, 2015 ON 20 Club
VOYA Thursday, April 16, 2015 Salute
BlackRock Thursday, April 30, 2015 Max Downtown
Wellington Thursday, May 14, 2015 ON 20 Club
Parametric Eaton Vatice Thursday, June 4, 2015 Capital Grille

[ - R - N

k-]

Carbone’s Is located af 588 Franklin Avenue, Horlford (tel. 860-296-9646)

Costa Del Sol is located 901 Wethersfield Ave, Hartford (tel. 860-296-1714}
Francesco’s Ristorante 318 Franklin dvenue, Harlford (tel. 860-296-3024)

Max Dovwntorwn is located at 185 Asylum Street, Harfford (1el.860-522-2530

ON 20 Club Is located al One State Stveet; Harlford (12l 860-722-5161) Penking s

avallable in the garage.

Safuie Restavrant is lacated at 100 Trumbudl Street, Har{ford (rel, 860-899-1350)




CITY OF HARTFORD
PENSION COMMISSION

INVHSTMENTS:
AGENDA ITEM VIl

To;
Brom:
Date:

Subject:

MEMORANDUM

Penston Commission
(;{l}%"‘- {’f .

Adam M, Cloud, Secretary

September 18, 2014

Other Business

We will discuss the following ltei at the meeting;

o Transition Management
o TLISC amendment

¢ Deferted Compensation Contract Extension




